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SECURITIES ACT OF 1933 
Release No. 6017/January 19, 1979 


In the Matter of 


THE THOMPSON, HINE AND FLORY PROFIT- 
SHARING RETIREMENT PLAN 

National City Bank Building 

Cleveland, Ohio 44114 


(18-30) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE SECURITIES ACT OF 1933 
FOR AN ORDER EXEMPTING FROM THE PRO- 
VISIONS OF SECTION 5 OF THE ACT INTERESTS OR 
PARTICIPATIONS IN THE THOMPSON, HINE AND 
FLORY PROFIT-SHARING PLAN 


NOTICE IS HEREBY GIVEN that Thompson, Hine and 
Flory (hereinafter referred to as the “Applicant”) or the 
“Firm”), a law firm organized as a partnership under 
the laws of the State of Ohio, on January 11, 1979, 
filed an application for exemption from the 
registration requirements of the Securities Act of 1933 
(the “Act”) for participations or interests issued in 
connection with the Thompson, Hine and Flory Profit- 
Sharing Retirement Plan (the “Plan’’). All interested 
persons are referred to that document, which is on file 
with the Commission, for the facts and representa- 
tions contained therein, which are summarized below. 


The Plan covers the Firm’s partners and lawyer and 
non-lawyer employees, of whom 42 partners, 24 law- 
yers, and 46 non-lawyer employees were participating 
on November 30, 1978. All employees of the Firm are 
eligible to participate in the Plan if they participated in 
the Plan prior to December 1, 1976, or have completed 
three years of service with the Firm and are at least 25 
years of age. 


Applicant states that the Plan is of the type commonly 
referred to as a “Keogh” plan, which covers persons 
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(in this case, Applicant’s partners) who are employees 
within the meaning of Section 401(c)(1) of the Internal 
Revenue Code of 1954, as amended (the “Code”), and 
therefore, is excepted from the exemption provided by 
Section 3(a)(2) of the Act for interests or 
participations in employee benefit plans of corporate 
employers. Section 3(a)(2) of the Act provides, how- 
ever, that the Commission may exempt from the pro- 
visions of Section 5 of the Act, any interest or partici- 
pation issued in connection with a pension or profit- 
sharing plan which covers employees, some or all of 
whom are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Description and Administration of the Plan 


Applicant states that the Plan was originally adopted 
in 1969 and was amended and restated in its entirety, 
effective as of December 1, 1976, in order to comply 
with the Employee Retirement Income Security Act of 
1974 (“ERISA”). The Internal Revenue Service has 
issued a ruling to the effect that the Plan, as so 
amended and restated continues to be a qualified plan 
under Section 401(a) of the Code. The Plan is an 
“employee pension benefit plan” subject to the 
fiduciary standards and to the full reporting and dis- 
closure requirements of ERISA. 


Applicant makes annual contributions to the Plan on 
behalf of all participants in amounts equal to speci- 
fied percentages of their compensation. In addition, 
each participant may make voluntary contributions of 
not more than 10% of such participant’s aggregate 
compensation for all years during which the person 
has been a participant, subject to certain limitations. 
Since November, 1976, participants may elect to 
direct voluntary contributions to either an Income 
Fund which principally invests in government 
securities and corporate bonds, or a General Fund, 
which principally invests in common stocks and 
bonds. 


Applicant states that the Society National Bank of 
Cleveland is trustee (the “Trustee”) for the Plan under 
an Amended Trust Agreement (the “Trust Agree- 
ment”). Under the Trust Agreement, the Trustee is 
solely responsible for the investment of amounts 
contributed to the Plan, except where the Firm has 


appointed an investment manager. Currently, the 
Income Fund is managed by the Trustee, while the 
General Fund is managed by Alexander, Van Cleef & 
Wood, a division of Alliance Capital Management 
Corporation and a registered investment adviser. 
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Applicant represents that none of the assets of the 
Plan have or will be invested in any collective or 
commingled fund containing assets other than assets 
of the Plan. 


The Plan is administered by the Firm’s Retirement 
Committee, which presently consists of three partners 
of the Firm. The Retirement Committee has general 
authority to control the operation of the Plan and to 
supervise its administration. It also has authority to 
employ investment counsel, accountants and other 
experts to assist in the administration of the Plan. 


Applicant states that were the Firm a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” 
within the meaning of Section 401(c)(1) of the Code 
would participate in the Plan. Applicant submits that 
the mere fact that the Firm conducts its business as a 
partnership rather than as a corporation should not 
result in a requirement that interests in the Plan be 
registered under the Act. 


Applicant states that were the Firm’s partners not per- 
mitted to participate in the Plan, the interests or 
participations issued in connection with the Plan 
would be exempt under Section 3(a)(2) since no other 
persons covered by the Plan would be “employees” 
within the meaning of Section 401(c)(1) of the Code. 
Applicant submits that there is no valid basis for a 
contrary result merely because the Plan also covers 
partners in the Firm. 


Applicant further submits that the characteristics of 
the Plan are essentially typical of those maintained by 
many single corporate employers and the legislative 
history of the relevant language in Section 3(a)(2) of 
the Act does not suggest intent on the part of 
Congress that interests issued in connection with 
single-employer Keogh plans necessarily should be 
registered under the Act. Rather, Congress excluded 
interests issued in connection with Keogh plans from 
the Section 3(a)(2) exemption primarily out of concern 
over interests or participations in commingled or 
collective Keogh funds which might be marketed by 
sponsoring financial institutions to self-employed 
persons unsophisticated in the securities field. The 
Plan is not a master or prototype plan and Plan assets 
are not invested in or commingled with assets of any 
other plans or collective funds, and the Plan, like 
similar plans of large corporations, has been 
specifically tailored to meet the Firm’s own particular 
requirements. 





Applicant represents that it has not distributed and 
does not intend to distribute any type of promotional 
material relating to the Plan (other than such material 
as Applicant is required under ERISA to distribute to 
participants). In addition, Applicant makes available 
to Plan participants on request that latest interim 
financial statements of the Plan. 


Applicant states that it is engaged in furnishing legal 
services of a type which necessarily involves 
sophisticated and complex financial matters and, 
accordingly, is able to represent adequately its 
interests and the interests of its employees who are 
participants in the Plan. 


Applicant concludes that for the foregoing reasons, 
granting the requested exemption would be 
appropriate in the public interest, consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 13, 1979, at 5:30 
P.M., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 


he be notified if the Commission shall order a hearing 


thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an attorney 
at law, by certificate) shall be filed contempo- 
raneously with the request. An order disposing of the 
matter will be issued as of course following February 
13, 1979, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6018/January 24, 1979 


In the Matter of 


Profii-Sharing Retirement Plan for 

KRAMER, LOWENSTEIN, NESSEN, KAMIN & SOLL 
919 Third Avenue 

New York, New York 10022 


(18-23) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE PROFIT- 
SHARING PLAN FOR KRAMER, LOWENSTEIN, 
NESSEN, KAMIN & SOLL 


Kramer, Lowenstein, Nessen, Kamin & Soll (“Appli- 
cant”), a law firm organized as a partnership under the 
laws of the State of New York, on October 16, 1978, 
filed an application for exemption from the 
registration requirements of the Securities Act of 1933 
(the “Act”) for participations or interests issued in 
connection with the Profit-Sharing Retirement Plan for 
Kramer, Lowenstein, Nessen, Kamin & Soll (the 
“Plan”). 


On December 8, 1978, a notice was issued (Release 
No. 6004) of the filing of the application. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in connec- 
tion with the Plan shall not be subject to the require- 
ments of Section 5 of the Act effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15508/January 22, 1979 


(File No. SR-BSPS-78-5) 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY BRADFORD SECURITIES PROCESSING 
SERVICES, INC. 


Bradford Securities Processing Services, Inc. 
submitted on December 14, 1978, a proposed rule 
change amending its fee schedule. 


The foregoing rule change has become effective pur- 
suant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such pro- 
posed rule change, the Commission may summarily 
abrogate the rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of January 22, 
1979. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-BSPS-78-5. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15509/January 22, 1979 


In the Matter of 


SPARTON CORPORATION 
2400 East Ganson Street 
Jackson, Michigan 49202 


(1-1000) 
Admin. Proc. File No. 3-5629 


ORDER INSTITUTING PROCEEDINGS PURSUANT TO 
SECTION 15(c)(4) OF THE SECURITIES EXCHANGE 
ACT OF 1934 AND FINDINGS AND ORDER OF THE 
COMMISSION 


The Commission deems it appropriate in the public 
interest that proceedings be instituted with respect to 
Sparton Corporation (“Sparton”), pursuant to the pro- 
visions of Section 15(c)(4) of the Securities Exchange 
Act of 1934 (“Exchange Act’) to determine whether 
certain filings by Sparton failed to comply in any 
material respect with provisions of Section 13(a) of: 
the Exchange Act and Rules and Regulations promul- 
gated thereunder concerning the reporting of a trans- 
action between Sparton and Chase Resources 
Corporation. 


Sparton has submitted an offer of settlement for the 
purpose of disposing of the issues raised by these 
proceedings. Under the terms of the offer of settle- 
ment, without admitting or denying any of the 
findings set forth in this order, Sparton consents to 
the Findings and Order of the Gommission. 


FINDINGS 


Sparton filed with the Commission on Form 10-Q a 
report for the quarter ending March 31, 1976 and on 
Form 10-K a report for the year ending June 30, 1976, 
which reports failed to fully disclose details relating 
to the sale in February, 1976 of certain oil and gas 
properties by Sparton to Chase Resources Corpora- 
tion, concerning: 


A. The activities of and participation of a 
then Director of Sparton in the formation 
and funding of Chase Resources; 


B. The amount and type of financial 
information relating to Chase Resources 
available to Sparton at or about the time of 
the sale from Sparton to Chase; 


C. The timeliness, nature and form of the 
required down-payment from Chase to 
Sparton. 





ORDER 


The Commission deems it appropriate in the public 
interest to hereby institute proceedings pursuant to 
Section 15(c)(4) of the Securities Exchange Act of 
1934 and simultaneously accept the Offer of Settle- 
ment of Sparton, and accordingly hereby orders that 
Sparton file with the Commission on Form 8-K a 
report as to this transaction, as attached to Sparton’s 
Offer of Settlement. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15510/January 22, 1979 


File No. SR-NASD-78-20 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


The National Association of Securities Dealers, !nc. 
(the “NASD”) submitted on December 15, 1978, a 
proposed rule change under Rule 19b-4 to amend 
Section 5(a) of the NASD’s Uniform Practice Code to 
provide that the ex-date for dividends, rights and 
warrants on an exchange-listed security will, where 
appropriate, be the day specified by a national 
securities exchange which has received information 
from the issuer of such security in accordance with 
Rule 10b-17 under the Securities Exchange Act of 
1934. According to the NASD, the purpose of the 
amendment is to clarify that the ex-date may be desig- 
nated by either the NASD or the national securities 
exchange which has in effect appropriate procedures 
under Rule 10b-17. 


Publication of the submission is expected to be made 
in the Federal Register during the week of January 22, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested 
persons are invited to submit written data, views, and 
arguments concerning the submission within 15 days 
from the date of publication in the Federal Register. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 


Reference should be made to File No. SR-NASD-78-20. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of Section 552 of Title 5, United States 
Code, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be avail- 
able at the principal office of the NASD. 


For the Commission, by the Division of Market 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15511/January 24, 1979 


In the Matter of 

AMERICAN STOCK EXCHANGE, INC. 
BOSTON STOCK EXCHANGE, INC. 
MIDWEST STOCK EXCHANGE, INC. 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


NEW YORK STOCK EXCHANGE, INC. 

PACIFIC STOCK EXCHANGE, INC. 

PHILADELPHIA STOCK EXCHANGE, INC. 
Application pursuant to Section 11A(a)(3)(B) 

(File No. 4-281) 

TEMPORARY ORDER 

Notice is hereby given that the Securities and 
Exchange Commission has issued an order, pursuant 
to Section 11A(a)(3)(B) of the Securities Exchange Act 
of 1934 (the “Act”), extending the authorization to 
certain self-regulatory organizations to act jointly, in 
accordance with the terms of a plan, as amended, 


with respect to matters as to which they share 
authority under the Act in planning, developing, 
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operating and regulating a national market facility 
consisting of a consolidated quotation system (the 
“quotation system”). The order conditionally author- 
izes those self-regulatory organizations to continue 
implementing that facility on a temporary basis for a 
period of twelve months as a means of facilitating a 
national market system in accordance with the 
requirements of Section 11A of the Act.1 


Introduction and Background 


On January 26, 1978, the Commission adopted Rule 
11Ac1-1 (the “Rule”) under the Act which requires that 
every national securities exchange (“exchange”) and 
national securities association (“association”) estab- 
lish and maintain procedures to collect, process and 
make available to vendors quotations (including size) 
in reported securities (i.e., securities as to which last 
sale information is reported in the consolidated trans- 
action reporting system (“consolidated system”)). 
Although the Rule does not require the self-regulatory 
organizations to implement the Rule on a joint basis, 
in the release announcing the adoption of the Rule the 
Commission encouraged the self-regulatory organi- 
zations to act jointly to implement the Rule. In 
response to the Commission’s encouragement, on 
July 25, 1978, the New York Stock Exchange, Inc. 
(“NYSE”) and the American Stock Exchange, Inc. 
(“Amex”) filed with the Commission a “Plan for the 
Purpose of Implementing Rule 11Ac1-1 under the 
Securities Exchange Act of 1934” (“CQ Plan” or 
“Plan”). The CQ Plan (i) establishes joint procedures 
to govern the collection, processing and dissemi- 
nation of quotation information by the participating 
market centers, (ii) provides for selection and evalu- 
ation of an exclusive processor to collect quotation 
information from participants and to make _ that 
information available to quotation vendors in a single 
data stream, and (iii) establishes fees relating to the 
receipt of quotation information. 


On July 28, 1978, the Commission issued a temporary 
order (the ‘CQ Order’) pursuant to Section 
11A(a)(3)(B) of the Act, authorizing any self- 
regulatory organization executing the Plan’ (collec- 


tively, “participants”) to act jointly in accordance with 
the terms of the Plan in operating and regulating the 
quotation system. The authorization was, however, 
conditioned on the participants not implementing that 
provision of the Plan proscribing the furnishing of 
quotation information with respect to any reported 
security which is the subject of a regulatory halt. 
initiated by the “primary” market for that security. 


Prior to August 1, 1978, the effective date of the Rule, 
the NYSE, Amex, Boston Stock Exchange, Inc., Mid- 
west Stock Exchange, Inc., Pacific Stock Exchange, 
Inc. and Philadelphia Stock Exchange, Inc. executed 
the CQ Plan. In addition, on January 5, 1979, the 
participants filed amendments to the Plan contem- 
plating the inclusion of the National Association of 
Securities Dealers, Inc. (“NASD”) as well as certain 
other substantive concerns. A complete copy of the 
Plan, as amended, and all comments received with 
respect thereto are available for public inspection at 
the Commission’s Public Reference Room, Room 
6101, 1100 L Street, N.W., Washington, p.c.4 


Discussion of the Comments and the CQ Plan amend- 
ments 


In the CQ Order, the Commission solicited public 
comment on the CQ Plan concerning: (i) the dissemi- 
nation of quotations during regulatory halts; (ii) the 
proposed fee schedules for receipt of quotation 
information disseminated pursuant to the CQ Plan; 
(iii) the time parameters within which participants are 
expected to collect quotation information and 
transmit that information to the processor; and (iv) 
the provisions concerning the proposed voting 
arrangements and allocation of revenues. Only the 
NYSE has submitted comments to the Commission 
on the CQ Plan. 

(a) Regulatory Halts 

The terms of the CQ Plan provide that, during a regu- 
latory halt in a security called by the “primary” market 
for that security, all participants must cease 
communicating quotation information in that security 





The temporary authorization granted herein includes 
not only the specific self-regulatory organizations 
named above, but also any other self-regulatory 
organization which agrees to become a participant in 
the quotation system by subscribing to the CQ Plan. 


2Securities Exchange Act Release No. 14415 (January 
26, 1978), 43 FR 4342. 


3Securities Exchange Act Release No. 15009 (July 28, 
1979) fn. 1, 43 FR 34851. In addition to the NYSE and 
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Amex, the following self-regulatory organizations 
have executed the CQ Plan to date: Boston Stock 
Exchange, Inc., Pacific Stock Exchange, Inc., Phila- 
delphia Stock Exchange, Inc., Midwest Stock 
Exchange, Inc., and the National Association of 
Securities Dealers, Inc. 


4See File No. 4-281. 


5See Letter from James E. Buck, Secretary, NYSE, 
dated September 29, 1978 (the “NYSE Letter”). 





to the CQ Plan processor. Since Rule 11Ac1-1 requires 
the dissemination of quotations whenever a reported 
security is traded® and because market centers other 
than the “primary” exchange markets lack alternative 
facilities to disseminate quotations to vendors during 
such a regulatory halt, the practical effect of this pro- 
vision would be to require every participant to halt 
trading during the pendency of any regulatory halt 
initiated by the “primary” market. 


The Commission indicated in the CQ Order that the 
regulatory halt provision of the Plan raises legal and 
policy questions with respect to the appropriateness 
of halting all trading during a regulatory halt initiated 
by one market center which we do not believe should 
be resolved in the context of the approval of the CQ 
Plan. In addition, because the practical effect of the 
provision would be to prevent all trading by 
participating market centers during a regulatory halt 
initiated by the “primary” market, and, in particular, 
would prevent any market center from resuming 
trading after such a halt is initiated and before the 
“primary” market determines that the regulatcry 
problem giving rise to the halt has been resolved, the 
implementation of the regulatory halt provision 
may impose a burden on competition not necessary or 
appropriate in furtherance of the purposes of the Act. 
Accordingly, the Commission determined that its 
temporary order approving implementation of the Plan 
should be conditioned on the participants not imple- 
menting that provision of the Plan which prohibits the 
dissemination of quotation information for any 
reported security by any participant during a 
regulatory halt initiated by the “primary” market with 
respect to such security. 


In its comment letter, the NYSE” asserted that the CQ 
Plan regulatory halt provision furthers the main- 
tenance of a fair and orderly market by prohibiting the 
dissemination of quotation information when a 
regulatory problem with respect to a security exists 
such that the public should not be encouraged to 
trade such security (e.g., the imminent disclosure of 
material information concerning such security). The 
NYSE argued that granting the self-regulatory organi- 
zations, particulary the ‘‘primary’” market, the 
authority to call regulatory halts permits such halts to 
be imposed promptly and monitored closely. Further- 
more, in the NYSE’s view, any potential for abuse 
would be diminished by the Commission’s plenary 
power to terminate a regulatory halt at such time as 
the Commission determined that the halt was no 
longer necessary. 





6Rule 11Ac1-1(b)(i). 


7See NYSE Letter, at 1-8. 


The Commission believes that the regulatory halt pro- 
vision raises significant concerns. First, the imple- 
mentation of the provision may have anticompetitive 
effects on the regional exchanges and the third 
market, since those markets not only would be 
required to suspend trading when the NYSE called a 
regulatory halt, but could not recommence trading 
until after the NYSE determined that the regulatory 
concern which had given rise to the halt had been 
resolved. Second, as a matter of regulatory policy, the 
provision would, in effect, delegate to the “primary” 
market for a particular security the power to halt all 
trading in that security in a manner which may be 
contrary to the scheme of self-regulation created by 
the Act. For the foregoing reasons, the Commission 
has determined to continue to condition its temporary 
authorization of the CQ Plan on the participants not 
implementing the regulatory halt provision and hereby 
requests the CQ Plan participants to execute and file 
amendments to the Plan eliminating this provision. 
The Commission’s decision to condition its approval 
of the CQ Pian should not be construed as a determi- 
nation that it is not appropriate to delegate to a single 
self-regulatory organization the authority to initiate 
and terminate a nation-wide suspension of trading for 
regulatory reasons. If two or more CQ Plan 
participants wish to allocate this responsibility to one 
self-regulatory organization, a plan specifically to one 
accomplishing this may be filed pursuant to Rule 


17d-2 under the Act for appropriate consideration “ 
the Commission under Section 17(d) of the Act. 
However, we believe that the temporary extension of 
the CQ Order is not the appropriate context in which 
to address the generic question of regulatory halt 
allocation. 


(b) Fees for Consolidated Quotations 

The CQ Plan establishes a fee schedule for subscrip- 
tion to consolidated quotation information which 
creates a permanent two-tier structure for Network A 
and Network B quotations.9 Under the two-tier 
structure, subscribers to either network who are 
members of a participant are charged a lower fee than 





8Rule 17d-2 establishes procedures for filing such a 
plan. 


9Network A reports transactions in NYSE-listed 
securities which occur on any of the participating 
exchanges, in the “third market,” or through the 
Institutional Networks Corporation. Network B reports 
transactions in Amex and certain regional exchange 
listed securities. 
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are subscribers who are not members of partici- 
pants.'Y In the case of Network A, the rate for sub- 
scribers who are not members of participants is more 
than 50% higher than the rate for members of 
participants. For Network B, the disparity is approxi- 
mately 8%. In addition, for a period of six years, 
commencing on August 1, 1978, NYSE members sub- 
scribing to Network A are charged a fee which is lower 
than the fee charged to members of other 
participants.! 


According to the NYSE, the CQ Plan was established 
on a “full cost recovery” allocation basis which would 
eventually result in a rate structure which is identical 
for all members of participants. The NYSE argues that 
the six year period in which members of the NYSE and 
members of other participants are charged differing 
rates is necessary to avoid a substantial one-time rate 
increase for NYSE members. In addition, the NYSE 
argues that the disparity of rates between members of 
participating market centers and persons who are not 
such members is justified by the payment of 
exchange membership fees which provide an 
additional indirect contribution to the overall 
maintenance of the operation of a participant. 


While the Commission supports the continuation of 
the efforts by participants to collect and process quo- 
tation information and to disseminate such informa- 
tion in a consolidated data stream under the CQ Plan, 
the Commission believes that the fee structure estab- 
lished by the Plan, particularly the disparate treatment 
accorded various recipients of quotation information, 
must be further explored before the Commission can 
determine whether it is consistent with the purposes 
of the Act. 





10Currently, this category of other subscribers 
includes brokers and dealers who are members of the 
Cincinnati, Intermountain or Spokane Stock Ex- 
changes and no other self-regulatory organization, 
broker-dealers registered under Section 15(b) of the 
Act (SECO brokers) and institutional and private 
investors. 


11at the conclusion of the six year period, the fee 
structure for members of all participating market 
centers would be identical. 


12with respect to fees charged to participants, the CQ 
Plan states that no charge shall be made to any 
participating market center for receiving any quotation 
information service provided that (a) such information 
is furnished at the premises occupied solely by such 
market center or on the trading floor(s) of such center; 
(b) such information is used by such center for regu- 
latory and surveillance purposes or for any other pur- 
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NASD Participation and the Amendments to the CQ 
Plan 


In connection with the NASD’s recent agreement to 
disseminate third market quotations through the CQ 
Plan data stream, the NASD and other participants 
have agreed to certain amendments to the CQ Plan. 
These amendments provide for (i) the creation of a CQ 
Network C (to be administered by the NASD) for 
unlisted NASDAQ securities which are ultimately 
designated by the Commission as “qualified” for 
inclusion in the national market system and for which 
the dissemination of quotation information is 
required, (ii) the sharing of expenses for processing 
and disseminating quotation information between the 
hours of 9:30 a.m. and 6:30 p.m., eastern time;13 
(iii) the validation of the quotation information format 
by the CQ Plan processor;'4 and (iv) the 
dissemination of symbols accompanying third market 
quotations identifying the broker or dealer responsible 
for such quotations. The Commission does not object 
to the inclusion of these amendments in the CQ Plan 
and its authorization to act in accordance with the 
terms of the Plan extends to these amendments. 


Conditional Nature of Order 


In determining to extend temporary approval of the CQ 
Plan, as amended, the Commission believes that the 
consolidated quotation data stream contemplated by 
the Plan provides an appropriate basis for the creation 
of a consolidated quotation system—an essential 
element of a national market system. As a general 
matter, the Commission continues to support the 
cooperative effort of the participants and encourages 
their efforts to resolve individual differences in 
making progress toward a national market system. 





poses specifically approved; and (c) such information 
is not made available to any person not located on 
such premises or trading floors. We understand that, 
pursuant to this provision, the quotation information 
displayed on participating exchanges, either by means 
of overhead displays or on interrogation devices 
generally available to members on the floor of the 
exchange, is provided without charge. 


13The CQ Plan presently requires sharing CQ Plan 
expenses incurred between the hours of 9:30 a.m. and 
4:15 p.m., eastern time. Prior to the amendment, any 
participant wishing to disseminate quotations at other 
times (e.g., the PSE) incurred additional charges. 


14validation of quotation information permits the CQ 
Pian processor to reject any quotations which have 
been garbled in transmission. 





The Commission has determined to extend for a 
period of 12 months the authorization to the 
participants to collect, process and make available 
quotation information in a consolidated data stream 
pursuant to the terms of the Plan, as amended, 
conditioned again on the participants not imple- 
menting the regulatory halt provision in the Plan. 
During that time, the Commission intends to monitor 
the implementation of the Plan by the participants and 
to explore the Plan fee structure such that, at the con- 
clusion of the 12 month period, it may determine 
whether to issue an order authorizing the participants 
to act jointly in implementing the Plan, as amended, 
on a permanent basis. 


NOTICE IS HEREBY GIVEN that any interested person 
may submit written views, data and arguments with 
respect to the Plan, as amended, not later than 
September 30, 1979. Persons wishing to make such 
submissions should file six copies thereof with 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Room 892, 500 North Capitol 
Street, Washington, D.C. 20549. All submissions 
should refer to File No. 4-281 and will be available for 
public inspection at the Commission’s Public 
Reference Room, Room 6101, 1100 L Street, N.W., 
Washington, D.C. 


IT IS HEREBY ORDERED, pursuant to Section 
11A(a)(3)(B) of the Act, that, subject to the terms and 
conditions described above, the self-regulatory 
organizations named above (and any other self- 
regulatory organization which agrees to be a 
participant in the CQ Plan) are authorized for 12 
months from the date of this order to act jointly in 
planning, developing, operating or regulating the 
quotation system in accordance with the terms of the 
CQ Plan, as amended. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15512/January 22, 1979 


In the Matter of 


ASPEN SYSTEMS CORPORATION 
File No. 81-412 


Admin. Proc. File No. 3-5587 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT. 


The Securities and Exchange Commission has issued 
an order granting the application of Aspen Systems 
Corporation (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an exemption from the 
obligation pursuant to Section 15(d) of the 1934 Act to 
file periodic reports. 


Since the Applicant has become the wholly-owned 
subsidiary of American ICU, Inc. as a result of a 
merger, it appeared to the Commission that granting 
the requested exemption would not be inconsistent 
with the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15513/January 22, 1979 


in the Matter of 


ROYAL ZENITH CORPORATION 
File No. 81-425 


Admin. Proc. File No. 3-5572 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Royal Zenith 
Corporation (the ‘“Applicant’”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended, for an exemption from the reporting 
requirements of Section 15(d) of that Act. 


It appeared to the Commission that granting the 
requested exemption would not be inconsistent with 
the public interest or the protection of investors, since 
the Applicant has neither any operations nor any 
trading market in its securities as a result of a Plan of 
Dissolution and Complete Liquidation and an Agree- 
ment to Sell its assets. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15514/January 22, 1979 


In the Matter of 
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CAPITOL HILL ASSOCIATES, INC. 
Admin. Proc. File No. 3-5602 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until February 12, 
1979 to request a hearing on an application by Capitol 
Hill Associates, Inc. (the “Applicant”), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an order exempting the Applicant from filing 
periodic reports pursuant to Section 15(d) of the 
Securities Exchange Act of 1934 (the “1934 Act”). The 
Applicant sold all of its assets to the Republican 
National Committee pursuant to a Plan of Complete 
Liquidation and Dissolution. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15515/January 22, 1979 


in the Matter of 


CCI LIFE SYSTEMS, INC. 
File No. 81-415 


Admin. Proc. File No. 3-5596 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until February 12, 
1979, to request a hearing on an application by CCl 
Life Systems, Inc. (the “Applicant”), pursuant to 
exempting the Applicant from the provisions of 
Sections 13 and 15(d) of that Act. 


Pursuant to a statutory merger effected on September 
18, 1978, the Applicant was merged with and into 
Dialco, Inc., and each outstanding share of the Appli- 
cant’s common stock was surrendered for cash. As a 
result of this merger, the Applicant has ceased to 
exist and no longer has any public shareholders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15516/January 25, 1979 


In the Matter of 
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PHILADELPHIA STOCK EXCHANGE, INC. 
File No. SR-Phix-78-23 


NOTICE OF FILING OF PROPOSED RULE CHANGE 


The Philadelphia Stock Exchange, Inc. (‘‘PhIx’’) 
submitted on December 26, 1978, a proposed rule 
change under Rule 19b-4 to provide an additional 
method for becoming a Phix options member. Under 
present Phix By-Laws, the only way to become an 
options member is to pay an options privilege fee on a 
regular membership, or to acquire a regular member- 
ship on which an options fee has been paid. The pro- 
posed change would permit the acquisition from the 
Phix of a treasury membership which the Phix Board 
of Governors would be empowered to convert to a 
membership with options privileges, without payment 
of an options fee. 


Publication of the submission is expected to be made 
in the Federal Register during the week of January 29, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested 
persons are invited to submit written data, views and 
arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-Phix-78-23. 
The Phix filed the proposed rule change before 
completing all of the action which it is required to 
take. Accordingly, the Phix has consented to an 
extension of the time period specified in Section 
19(b)(2) of the Act until at least 35 days after the Phix 
has filed an amendment setting forth the completion 
of such action. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. § 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


r 





George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15517/January 25, 1979 


In the Matter of 


GRAND UNION CO. 
File No. 81-429 


Admin. Proc. File No. 3-5592 
APPLICATION PURSUANT TO SECTION 12(h) 


On January 4, 1979, the Securities and Exchange 
Commission issued a notice giving interested persons 
until January 29, 1979, to request a hearing on an 
application by Grand Union Co., a wholly-owned sub- 
sidiary of.Cavenham (USA) Inc., pursuant to Section 
12(h) of ithe Securities Exchange Act of 1934, as 
amended, for an order exempting the Company from 
the provisions of Section 15(d) of that act. On January 
22, 1979, Grand Union Co. withdrew this application 
for exemption. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15518/January 25, 1979 


In the Matter of 


GLOBE-UNION, INC. 
File No. 81-419 


Admin. Proc. File No. 3-5615 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until February 12, 
1979 to request a hearing on an application by Globe- 
Union, Inc. (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an order exempting the 
Applicant from the provisions of Sections 13 and 15(d) 
of the 1934 Act. 


On October 10, 1978, the Applicant became a wholly- 
owned subsidiary of Johnson Controls, Inc., and there 
is no trading in Applicant’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15519/January 25, 1979 


In the Matter of 
PC LIQUIDATING CORPORATION 


Admin. Proc. File No. 3-5570 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order, conditioned upon substantial completion of 
liquidation by May 31, 1979, exempting PC Liqui- 
dating Corporation, (the “Applicant”), formerly Pro- 
gressive Corporation, from the periodic reporting 
requirements under Section 15(d) of the Securities 
Exchange Act of 1934. The Applicant sold all of its 
assets to Franke Holding AG, a Swiss corporation 
pursuant to a Plan of Complete Liquidation and 
Dissolution. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15520/January 25, 1979 


In the Matter of 


ADOBE BUILDING CENTERS, INC. 
(81-423) 


Admin. Proc. File No. 3-5574 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Adobe Building 
Centers, Inc. (the “Applicant”), a Delaware corpora- 
tion, pursuant to Section 12(h) of the Securities 
Exchange Act of 1934 for an exemption from the 
reporting requirements of Section 15(d) of that Act. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest, and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15521/January 25, 1979 


In the Matter of 


SEMITROPIC DISTRIBUTING COMPANY (formerly 
SANTA ANA VALLEY IRRIGATION COMPANY) 
File No. 81-400 


Admin. Proc. File No. 3-5555 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT. 


The Securities and Exchange Commission has issued 
an order granting the application of Semitropic 
Distributing Company (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an exemption from 
the obligation pursuant to Section 13 of the 1934 Act 
to file periodic reports. 


Since the Applicant has sold all of its assets and has 
adopted a plan of complete liquidation it appeared to 
the Commission that granting the requested 
exemption would not be inconsistent with the public 
interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15522/January 25, 1979 


in the Matter of 


M.A.G. LIQUIDATING CORPORATION (formerly 
HOUSTON FIRST FINANCIAL GROUP, INC.) 
File No. 81-438 


Admin. Proc. File No. 3-5614 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until February 12, 
1979 to request a hearing on an application filed by 
M.A.G. Liquidating Corporation (the “Applicant”), 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, for an order exempting the Applicant 
from the provisions of Sections 13 and 15(d) of that 
Act. 


The Applicant was originally organized under the 
name Houston First Financial Group, Inc. under the 
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laws of the State of Texas in 1969. On June 29, 1978, 
the shareholders of the Applicant approved a proposal 
to sell all of the Applicant’s assets and adopted a plan / 
of complete liquidation. The sale was consummated 
on June 30, 1978, at which time all of the Applicant’s 
assets were purchased by HFG Stockhoiding, Inc., a 
wholly owned subsidiary of Pennsylvania Life 
Company in exchange for cash and buyer’s 
debentures. The name of the Applicant was changed 
from Houston First Financial Group, Inc., to M.A.G. 
Liquidating Corporation on June 30, 1978, after the 
purchase. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15523/January 25, 1979 


In the Matter of 


SYCOR, INC. 
File No. 81-365 


Admin. Proc. File No. 3-5594 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until February 12, 
1979 to request a hearing on an application by Sycor, 
Inc. (the “Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order 
exempting the Applicant from filing periodic reports 
pursuant to Sections 13 and 15(d) of that Act. The 
Applicant became a wholly owned subsidiary of 
Northern Telecom Limited, as a result of a merger 
completed on May 26, 1978. The merger was approved 
by stockholders of the Applicant at a Special Meeting 
held April 19, 1978, proxies for which were solicited in 
accordance with the requirements of Regulation 14A 
under the 1934 Act. the Applicant has filed a report on 
Form 8-K reporting consummation of the merger. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15524/January 25, 1979 


In the Matter of 





NATIONAL STARCH AND CHEMICAL CORPORATION 
and 


NATIONAL STARCH AND CHEMICAL HOLDING 
CORPORATION 
File No. 81-410 


Admin. Proc. File No. 3-5585 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT. 


The Securities and Exchange Commission has issued 
an order granting the application of National Starch 
and Chemical Corporation and National Starch and 
Chemical Holding Corporation (the “Applicants”) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (the “1934 Act”), for an 
exemption from the obligation pursuant to Section 
15(d) of the 1934 Act to file periodic reports. 


Since one of the Applicants, i.e. National, has 
become a wholly-owned subsidiary of Unilever, N.V. 
as a result of a merger, and since the other Applicant, 
i.e. Holding, only has 180 public shareholders who 
have strong incentives to refrain from trading their 
stock and who are already receiving annual financial 
information pursuant to the terms of their stock, it 
appeared to the Commission that granting the 
requested exemption would not be inconsistent with 
the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15525/January 25, 1979 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
File No. SR-MSE-79-1 


NOTICE OF FILING OF PROPOSED RULE CHANGE 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on January 8, 1979, a proposed rule change 
under Rule 19b-4 to amend MSE Article XIll, Rule 4 
relating to procedures and standards to which 
member firms must adhere in preparing options 
related advertisements and sales literature (“sales 


communications”), ! as well as, where required, 
obtaining MSE’s approval of such material prior to its 
use. 


The proposed rule change sets forth general standards 
of truthfulness and good taste in advertising and sales 
literature and establishes uniform standards to be 
used in sales communications in discussions of rates 
of return, annualized returns, recommendations and 
performance figures. It also would require sales 
literature, but not advertisements, to be preceded or 
accompanied by a prospectus of the Options Clearing 
Corporation. Finally, the rule is designed to eliminate 
the need for approval of advertisements by more than 
one exchange. 


The Commission has been informed that each of the 
national securities exchanges on which options are 
traded (the “options exchanges”) intends to submit a 
similar proposal,“ and following Commission 
approval of the proposed rule changes the options 
exchanges intend to jointly publish a booklet, 
tentatively entitled “Guidelines for Options Communi- 
cations,” to assist member firms in maintaining 
proper standards in the preparation of communi- 
cations with the public. 





IThe term “advertisement” is defined to include “any 
material that reaches a mass audience through public 
media such as newspapers, periodicals, magazines, 
radio, television, telephone recording, motion picture, 
audio or video device, billboards, signs, or through 
letters designed for customer mailing not accom- 
panied or preceded by a current prospectus of the 
Options Clearing Corporation.” See proposed Rule 
4(e)(i). The term “sales literature’ is defined to 
include ‘‘any communication for distribution to 
customers or the public (or which may be made 
accessible to customers or the public) which contains 
any analysis, report, recommendation, opinion, pre- 
diction or comment with respect to options, under- 
lying securities or market conditions, or any seminar 
text which pertains to options and which is communi- 
cated to customers or the public at seminars, lectures 
or similar such events, or any exchange-produced 
materials pertaining to options.” See proposed Rule 
4(e)(ii). 


2The American Stock Exchange, Inc. (“Amex”), the 
Chicago Board Options Exchange, Inc. (“CBOE”), and 
the Philadelphia Stock Exchange, Inc. (“Phix”) already 
have submitted similar rule changes. See File No. 
SR-Amex-78-21, 43 FR 50512 (October 30, 1978); File 
No. SR-CBOE-78-26, 43 FR 50515 (October 30, 1978); 
and File No. SR-Phix-78-21, 43 FR 53795 (November 
14, 1978). 
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Publication of the submission is expected to be made 
in the Federal Register during the week of January 29, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the pro- 
posed rule change should be disapproved, interested 
persons are invited to submit written data, views and 
arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-MSE-79-1. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. § 552, will be availabe for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


Copies of the filing and any subsequent amendments 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20893/January 19, 1979 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
P.O. Box 201 
Tulsa, Oklahoma 74102 


(70-5741) 


NOTICE OF PROPOSED RAIL CAR MAINTENANCE 
FACILITY AGREEMENT BETWEEN SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that Southwestern 
Electric Power Company (“SWEPCO”) and Public 
Service Company of Oklahoma (“PSO”), both electric 
utility subsidiaries of Central and South West 
Corporation (“CSW”), a registered holding company, 
have filed post-effective amendments to an 
application-declaration previously filed with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Sections 
6(a), 7, 9(a) and 10 of the Act and Rule 50 promul- 
gated thereunder as applicable to the following pro- 
posed transaction. All interested persons are referred 
to the application-declaration, as amended, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By orders dated April 6, 1976 and August 9, 1976 
(HCAR Nos. 19468 and 19643) issued .in this pro- 
ceeding, SWEPCO was authorized to acquire, finance, 
construct and operate a unit train repair shop (“Repair 
Shop”) near Alliance, Nebraska. The Repair Shop is to 
be used for the maintenance and repair of railroad 
cars for the transportation of coal to SWEPCO’s 
generating plants. The previous order of August 9, 
1976 stated that no rail transportation services 
utilizing the subject cars shall be provided by 
SWEPCO for any associated company in the CSW 
system except pursuant to a further order of this 
Commission. 


PSO has under construction two 450 Mw coal-fired 
generating units at its Northeastern Station near 
Oologah, Oklahoma. The coal for these units will 
come from a Wyoming mine, a distance of about 
1,100 miles from the Northeastern Station. To make 
transportation over such distance feasible PSO will 
use unit trains. The details respecting the purchase 
and the financing arrangements for the unit trains will 
be the subject of a separate filing with the 
Commission. PSO’s trains will run over the same 
Burlington Northern tracks through Alliance, Nebras- 
ka as SWEPCO’s unit trains. The Repair Shop can be 
expanded to handle all of PSO’s maintenance needs 
through the addition of labor force and equipment 
without the need to construct additional plant space. 


SWEPCO and PSO (‘‘the Companies’) have now filed 
post-effective amendments proposing that they enter 
into a Rail Car Maintenance Facility Agreement 
(“Facility Agreement”) which provides for PSO’s 





participation in the cost and the use of the Repair 
Shop. The Companies propose a formula for the 
sharing of lease payments, all other costs capitalized 
according to generally accepted accounting princi- 
ples, and general operation and maintenance costs. 
The Companies propose that the above itemized costs 
be shared between them on a “Cost Ratio”, a 
proportion equal to the ratio that each Company’s 
direct labor costs for its rail cars actually repaired or 
inspected at the Facility bears to the total direct labor 
costs for all rail cars owned by the Companies 
repaired or inspected at the Facility. The “Cost Ratio” 
will be determined of the last day of each calendar 
month commencing with the month of the first 
delivery of PSO rail cars. Each Company will pay the 
actual direct costs of inspection and maintenance of 
its own rail cars, including parts, maintenance, labor 
and other expenses capable of direct assignment to a 
specific rail car. All costs to PSO will be determined 
in accordance with Rule 91. 


In the event that leasehold improvements are made in 
the future, the Companies agree that they will share 
the costs of such improvements on such terms and 
conditions as are agreed to by the Companies at the 
time of such improvements and as are approved by 
further application to the Commission. In reaching 
such agreement the Companies have indicated that 
full consideration will be given to which Company’s 
increased number of rail cars necessitated the 
improvement. 


Pursuant to the Facility Agreement, PSO has been 
granted an irrevocable option to elect to take legal 
title to a certain portion of the Repair Shop at such 
time as SWEPCO acquires legal title to the Repair 
Shop. PSO’s option will allow it to take title to a 
portion in a percentage equal to the proportion that 
leasehold and capital payments made by PSO bears to 
the total leasehold and capital payments related to the 
Repair Shop made by both PSO and SWEPCO. 


PSO intends to include the full amount of its lease 
and capital payments in determining its fuel costs for 
purposes of the fuel cost adjustment clauses in its 
rates, subject to applicable regulatory authority 
approval. SWEPCO will treat PSO’s payments in the 
nature of sublease payments and they will be 
credited to its fuel costs for purposes of its fuel cost 
adjustment clause. 


SWEPCO, pursuant to the Facility Agreement, will 
retain all the tax benefits of its equitable ownership of 
the repair shop and PSO will receive as a credit to the 
payments required by the Facility Agreement a share 
of such tax benefits based on a weighted average cost 
ratio for each fiscal year. 


It is stated that no state commission, and no federal 


commission other than this Commission has juris- 
diction over the proposed transaction. Fees and 
expenses to be incurred in connection with the pro- 
posed transaction are estimated at $6,000, including 
legal fees of $5,000. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 12, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as further amended by said 
post-effective amendments, which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendments, or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rule 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20894/January 19, 1979 


in the Matter of 

VERMONT YANKEE NUCLEAR POWER CORPORA- 
TION 

Rutland, Vermont 

(70-6247) 

ORDER AUTHORIZING AMENDMENT OF FIRST 

MORTGAGE INDENTURE AND SOLICITATION OF 

PROXIES IN CONNECTION THEREWITH 
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Vermont Yankee Nuclear Power Corporation (‘‘Ver- 
mont Yankee”), an indirect electric utility subsidiary 
of both New England Electric System and Northeast 
Utilities, registered holding companies, has filed with 
this Commission a declaration and an amendment 
thereto pursuant to Sections 6(a), 7 and 12(e) of the 
Public Utility Holding Company Act of 1935 (‘‘Act”) 
and Rules 62 and 65 promulgated thereunder con- 
cerning the following proposed transaction. 


Vermont Yankee proposes to amend its first mortgage 
indenture (‘Indenture’) dated as of October 1, 1970, 
as heretofore amended and supplemented by supple- 
mental indentures dated as of March 1, 1971, October 
1, 1971, July 13, 1972, August 1, 1972, and January 
15, 1973, between it and Chemical Bank, successor 
Trustee, which Indenture secures its first mortgage 
bonds (“Bonds”) of the following series and amounts: 
$80,000,000 Series A, 9 5/8%, due 1998; $15,000,000 
Series B, 81/2%, due 1998; and $20,000,000 Series C, 
7.70% due 1998. 


The proposed amendment would modify Section 6.17 
of the Indenture, which section presently restricts the 
types of business activities in which declarant may 
engage, so as to permit Vermont Yankee to engage in 
a wider variety of uranium procurement activities. 
Such modified section would read as follows (the 
underlined words being the added language): 


Section 6.17 Limitation on Business of 
the Company. The Company will not 
engage in any business other than con- 
structing, owning and operating the Unit 
(including additions and improvements 
thereto), the sale of electricity generated by 
the Unit to one or more of the Utility 
Companies, the sale of by-product 
materials and services from the operation 
of the Unit, and, in connection with and 
incidental to the operation of the Unit (and 
additions and improvements thereto), the 
participation in ventures to acquire mineral 
interests, to explore for natural uranium, to 
mine and process natural uranium to pro- 
duce fuel which can be utilized in nuclear 
electric generating facilities, or to deal in 
uranium thus acquired in all such stages of 
processing, and the conduct of research 
into and the development of processes for 
the generation of electricity from nuclear or 
atomic energy or from steam or other 
energy produced as a result of nuclear or 
atomic fission. The Company will not have 
any ‘subsidiary company’ as defined in 
Section (2)(a)(8)(A) of the Public Utility 
Holding Company Act of 1935. 
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It is stated that the purpose of the proposed amend- 
ment is to provide declarant with greater flexibility in 
selecting its fuel procurement methods. Vermont 
Yankee operates a 540 MW _ nuclear-powered 
generating plant which has been in service since 
November 30, 1972, and requires approximately 
260,000 pounds of uranium (U30g) annually. The 
plant’s U30g needs have been contracted for through 
1981, and declarant has a long-term contract to 
purchase U3Og to be extracted from phosphoric acid 
which will provide about 20% of its anticipated needs 
after 1981. The market for uranium to fuel commercial 
nuclear reactors has undergone dramatic changes in 
recent years. The price has substantially increased 
since 1973, and this trend is expected to continue into 
the foreseeable future, although at a slower rate. 
Declarant states that entering the uranium supply field 
in order to assure a future supply of uranium and to 
reduce its ultimate cost exposure merits serious 
consideration and may constitute a more efficient and 
less expensive way to assure an adequate uranium 
supply. The methods of entering the uranium supply 
field include joint ventures with other established 
companies to finance the expansion of existing 
mines, develop known reserves or explore for new 
deposits as well as the formation of new entities, 
either alone or with other reactor owners, to explore 
for, develop and mine uranium deposits. 


The proposed Indenture amendment requires the 
consent of the holders of 66 2/3% in aggregate 
principal amount of the Bonds outstanding (as of 
January 1, 1979, there were $87,777,000 aggregate 
principal amount of Bonds outstanding, so the 
amendment would require the consent of the holders 
of $58,521,000 aggregate principal amount). Declarant 
proposes to solicit the consent of Bondholders by 
mailing to each a letter, solicitation statement and 
consent, which mailing will be followed by oral solici- 
tation of certain Bondholders and brokers by officers 
or other regular employees of Vermont Yankee. 


Any entry by declarant into the uranium supply field is 
subject to the authorization of this Commission, 
which authorization is not being sought at the present 
time. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$56,000, including trustee fees of $35,000 and legal 
fees of $8,500. No state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20835), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 





record, it is hereby found that the applicable 
standards of the Act and rules thereunder are satisfied 
and that no adverse findings are necessary; and that it 
is appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rules 24 and 62 promulgated 
under the Act. 


For the Commisssion, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20895/January 23, 1979 


In the Matter of 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 


(70-6233) 


ORDER AUTHORIZING EXTENSION OF EXISTING 
BORROWING BY SUBSIDIARY FROM A BANK, AND 
AUTHORIZATION FOR A NEW BORROWING 


Brockton Edison Company (“Brockton”), an electric 
utility subsidiary of Eastern Utilities Associates, a 
registered holding company, has filed with this 
Commission an application-declaration pursuant to 
Sections 6(b), and 12(c) of the Public Utility Holding 
Company Act of 1935 (“Act”), and Rules 42(b)(2) and 
50(a)(2) promulgated thereunder, concerning the 
following proposed transaction. 


By order dated October 13, 1976 (HCAR No. 19713), 
this Commission authorized Brockton to purchase 
from its associate company Blackstone Valley Electric 
Company (“Blackstone”) all of the securities of its 
associate company Montaup Electric Company 
(“Montaup”) owned by Blackstone. As a part of the 
consideration for that purchase, Brockton assumed 
Blackstone’s obligations with respect to a $15,000,000 
borrowing which Blackstone had made from Citibank. 
The Montaup securities so purchased are pledged to 
Citibank to secure those obligations. The note evi- 
dencing those borrowings matures October 21, 1979. 


Brockton now proposes to enter into an amendment 
to the loan agreement with Citibank, effecting modi- 
fications whereby the borrowing will be payable in 
three installments of $5,000,000 each on December 1, 
1984, June 1, 1985 and December 1, 1985. The interest 
rate for such loans shall be at a fluctuating interest 
rate equal to 109% of the higher of the base rate (the 
“Alternate base rate”) of Citibank on 90-day loans to 
substantial commercial borrowers in effect from time 
to time or 1/2 of one percent above the latest three- 
week moving average interest rate payable on 90 to 
119 day dealer placed commercial paper. From 
January 1, 1981 to but not including January 1, 1983, 
the interest rate shall be 111% of the alternate base 
rate and thereafter until payment in full the interest 
rate shall be 112% of the Alternate base rate. This 
new note will be repayable in whole or in part at any 
time without penalty. 


Brockton also proposes to enter into a Term Loan 
Agreement with Citibank providing, on an unsecured 
basis, an additional $5,000,000, such borrowing to 
mature June 1, 1984. The interest on such note shall 
be at a fluctuating interest rate equal to 104.8% of the 
higher of the alternate base rate of Citibank on 90-day 
loans to substantial commercial borrowers in effect 
from time to time or 1/2 of one percent above the 
latest three-week moving average interest rate payable 
on 90 to 119 day dealer placed commercial paper from 
January 1, 1980 to but not including January 1, 1981, 
the interest rate shall be 106% of the alternate base 
rate, from January 1, 1981 to but not including 
January 1, 1983, 107% of the alternate base rate and 
thereafter until payment in full, 109% of the alternate 
base rate. The note will be prepayable, in whole or in 
any part not less than $500,000 at any time without 
penalty, and prepayments will be required under 
certain circumstances. The proposed Term Loan 
Agreement contains a representation by Citibank that 
it is acquiring the note in the ordinary commercial 
banking business and not with a view to the public 
distribution thereof. 


The proceeds of the $5,000,000 unsecured borrowing 
will be used by Brockton to prepay a short-term 
$4,000,000 indebtedness to Citibank, bearing interest 
at Citibank’s Base Rate and due March 1, 1979, and to 
prepay other short-term bank indebtedness. 


No commitment fee, closing fee or similar charge, 
and no compensating balance will be required in 
connection with either of the transactions herein pro- 
posed. Assuming that the applicable basic rate used 
in each interest calculation is at all relevant times 
10.75% per annum, the effective annual interest rate 
to be paid by Brockton will be (a) for the secured 
borrowing, 11.7175% of the period from the date of 
the new note to but not including January 1, 1981, 
11.9325% from January 1, 1981 to but not including 
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January 1, 1983, and 12.04% thereafter, and (b) for 
the unsecured borrowing, 11.266% for the period from 
the date of the note to but not including January 1, 
1980, 11.395% from January 1, 1980, to but not 
including January 1, 1981, 11.5025% from January 1, 
1981 to but not including January 1, 1983, and 
11.7175% thereafter. 


The fees and expenses to be incurred in connection 
with the proposed transactions are $28,700 including 
$21,300 in legal fees. The Department of Public 
Utilities of the Commonwealth of Massachusetts has 
authorized the proposed transactions. No other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20831) and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration be granted and permitted to 
become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration be and hereby is granted and permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20896/January 23, 1979 


In the Matter of 


THE NARRAGANSETT ELECTRIC COMPANY 
Providence, Rhode Island 


(70-6109) 
ORDER AUTHORIZING SALE OF UTILITY ASSETS 
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The Narragansett Electric Company (“Narragansett”), 
an electric utility subsidiary company of New England 
Electric System, a registered holding company, has 
filed a declaration and an amendment thereto with 
this Commission pursuant to Section 12(d) of the 
Public Utility Holding Company Act of 1935 (‘Act’) 
and Rule 44 promulgated thereunder regarding the 
following proposed transaction. 


Narragansett proposes to sell to Blackstone Valley 
Electric Company (“Blackstone”), an electric utility 
subsidiary company of Eastern Utilities Associates, a 
registered holding company, certain electric facilities 
(“Facilities”) located in Smithfield and Woonsocket, 
Rhode Island, which had been constructed and were 
used by Narragansett to supply bulk power to Black- 
stone’s Riverside Substation in Woonsocket. 


The Facilities are composed of a 2.6 mile section of 
115 KV transmission line, designated U-147, 
constructed in the early 1940’s and extending from 
Narragansett’s Woonsocket Substation in North 
Smithfield, Rhode Island to Riverside Junction in 
Woonsocket, together with associated rights in real 
property. In 1963 this U-137 line was also utilized for 
through transmission of bulk power by connection to 
a newly constructed transmission line designated 
D-182 which terminated at New England Power 
Company’s Brayton Point Station in Somerset, 
Massachusetts. In 1974 a portion of the D-182 line 
was dismantled to make room for a new 345 KV line, 
designated No. 315. When line No. 315 became 
operational in August, 1974, Narragansett no longer 
had a need for the U-147 line. Blackstone, however, 
can utilize the U-147 line to supply its Riverside Sub- 
station. 


An agreement has been -executed under which, 
subject to necessary corporate and regulatory 
approvals, Narragansett will transfer to Blackstone the 
Facilities for a price equal to net book value (defined 
as original cost, $162,362, less depreciation accrued 
to the date of transfer) plus a sum to be determined 
by formula covering Narragansett’s cost of owning the 
Facilities from the date of preliminary agreement to 
sell (August 24, 1974) to the date of transfer. On 
December 31, 1976, the Facilities had a net book value 
of approximately $118,390. Under the agreement, 
Blackstone would also assume responsibility for 
Narragansett’s costs incurred in effecting the transfer 
of title to the Facilities up to $5,000. Against the 
purchase price is to be credited $4,400 representing 
the agreed estimated cost of labor and materials for 
completing present accumulated maintenance. As of 
October 30, 1977, the purchase price would have been 
approximately $203,160. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $7,000, 





including $5,000 of services to be performed at cost 
by New England Power Service Company, an affiliate 
of Narragansett. The Rhode Island Division of Public 
Utilities and Carriers has authorized the sale and 
purchase of the Facilities, and the Federal Energy 
Regulatory Commission has authorized the purchase 
of the Facilities by Blackstone. No other state 
commission and no other federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20387), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1979 
Release No. 20897/January 24, 1979 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 


(70-6063) 


ORDER AUTHORIZING AMENDMENTS TO NUCLEAR 
FUEL LEASES 


Ohio Edison Company (“Ohio Edison”), an electric 
utility and a registered holding company, and its 


electric utility subsidiary Pennsylvania Power 
Company (“Penn Power”) have filed with this 
Commission post-effective amendments to their 
application previously filed and amended in this 
matter pursuant to Sections 9(a) and 10 of the Public 
Utility Holding Company Act of 1935 (“Act”) con- 
cerning the following proposed transaction. 


By prior order dated November 11, 1977 (HCAR No. 
20555), Ohio Edison and Penn Power were authorized 
to enter into a revised nuclear lease (the “Lease”) 


‘between Duquesne Light Company (“Duquesne”), 


Ohio Edison and Penn Power as lessees and Prulease, 
Inc., as lessor concerning nuclear materials for Beaver 
Valley Unit No. 1, which is owned by Duquesne, Ohio 
Edison and Penn Power as tenants in common. At 
present their undivided interests as tenants in 
common are 35% for Ohio Power and 17.5% for Penn 
Power. 


By post-effective amendment applicants propose that 
the maximum amount of nuclear material that may be 
leased under the Lease be increased from $70,000,000 
to $80,000,000. It is stated that this increase reflects 
more recent studies concerning the probable acqui- 
sition cost of nuclear material for Beaver Valley Unit 
No. 1. It is also proposed that the Lease be amended 
to incorporate a revised method of calculating rental 
payments for nuclear material that becomes subject to 
the Lease after the effective date of the proposed 
amendment. It is stated that such revised calculation 
method should prove more favorable to applicants by 
approximately 50 to 75 basis points over the old 
method. 


Applicants are also parties to other nuclear fuel leases 
with Prulease, Inc. (the “Other Leases”), which were 
authorized by Commission order of July 13, 1976 
(HCAR No. 19612). Since the Lease sets a limit on the 
total amount of unrecovered expenditures by 
Prulease, Inc., that may be outstanding at any one 
time under all leases of nuclear material between 
applicants and Prulease, iInc., it is necessary to 
amend the Other Leases to take into account the 
increase of the maximum dollar amount specified in 
the amendment to the Lease. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $3,000. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction, except that the Nuclear 
Regulatory Commission has jurisdiction over the 
ownership, possession, storage and handling of 
nuclear material. 


Due notice of the filing of said post-effective amend- 
ments to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
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(HCAR No. 20739), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application, as amended by said 
post-effective amendments, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendments, be, 
and it hereby is, granted, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20898/January 24, 1979 


In the Matter of 
GEORGIA POWER COMPANY 


PIEDMONT-FORREST CORPORATION 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30302 


(70-6135) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGAR- 
DING EXTENSION OF PERIOD FOR ADVANCES TO 
NEWLY-ORGANIZED PROPERTY COMPANY 


NOTICE IS HEREBY GIVEN that Georgia Power 
Company (“Georgia”), a wholly-owned electric utility 
subsidiary of The Southern Company, a registered 
holding company, and Piedmont-Forrest Corporation 
(“Property Company’’), a new Georgia business 
corporation and a subsidiary of Georgia, have filed 
with this Commission a post-effective amendment to 
the application-declaration in this proceeding 
pursuant to Sections 6(a), 7, 9(a), 10, and 12(b) of the 
Public Utility Holding Company Act of 1935 (‘‘Act”) 
and Rule 45 promulgated thereunder regarding the 
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following proposed transactions. All interested 
persons are referred to the amended application- 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


By order in this proceeding dated April 14, 1978 (HCAR 
No. 20503), Georgia, among other things, was 
authorized to advance to Property Company up to 
$62,500,000 as and if necessary to permit Property 
Company to acquire the land for and cause to be 
constructed Phase | of a new office building complex 
for Georgia to be located in downtown Atlanta, 
Georgia. 


Although the application-declaration and the order 
stated that the advances were for construction of a 
building to be completed in mid-1981, the application- 
declaration specified December 31, 1978, as the last 
date for making the advances and it was so ordered. 
By post-effective amendment, it is stated that this 
was an error and that the date should have been 
December 31, 1981. 


Applicants-declarants request that the order of April 
14, 1978, be amended accordingly, the amendment to 
be effective April 14, 1978, the date of the original 
order. Pending action on this post-effective amend- 
ment, Georgia will continue making advances to 
Property Company pursuant to the emergency pro- 
vision of Rule 45(b)(3). 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than February 20, 1979, request in 
writing that a hearing be held in respect of such 
matter, stating the nature of his interest, the reasons 
for such request and the issues of fact or law raised 
by said post-effective amendment to the application- 
declaration which he desires to controvert; or he may 
request that he be notified should the Commission 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as now amended or as it may 
be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 





orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10565/January 23, 1979 


In the Matter of 
ASHLAND COAL AND COKE COMPANY 
POPLAR CREEK DEVELOPMENT COMPANY 


SOVEREIGN POCAHANTAS COMPANY 
525 Federal Street 
Bluefield, West Virginia 24701 


(812-4395) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
3(b)(2) OF THE ACT FOR AN ORDER DECLARING 
THAT COMPANIES ARE NOT INVESTMENT COM- 
PANIES OR, ALTERNATIVELY, FOR AN ORDER 
PURSUANT TO SECTION 6(c) EXEMPTING COM- 
PANIES FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Ashland Coal and 
Coke Company, Poplar Creek Development Company, 
and Sovereign Pocahantas Company (“Applicants”), 
have filed an application on November 20, 1978, and 
an amendment thereto on January 11, 1979, pursuant 
to Section 3(b)(2) of the Investment Company Act of 
1940 (‘‘Act’’), for an order of the Commission 
declaring that Applicants are not investment 
companies, or, alternatively, for an order pursuant to 
Section 6(c) of the Act exempting Applicants from all 
provisions of the Act, terminating by its terms upon 
the earlier of December 31, 1979, or consummation of 
the reorganization‘ referred to below. All interested 
persons are referred to the application and 
amendment filed with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 


Applicant Ashland Coal and Coke Company (“Ashiand 
CCC”) is a West Virginia corporation incorporated in 
1892. Applicant Poplar Creek Development Company 
(“Poplar Creek”) is a West Virginia Corporation 
incorporated in 1953. Applicant Sovereign Pocahantas 
Company (“Sovereign Pocahantas”) is a West Virginia 
corporation incorporated in 1929. None of the Appli- 
cants is now or has ever been registered as an invest- 
ment company under the Act. 


The application states that each of the Applicants is a 
member of a group of companies referreed to in the 
application as the Ashland Group, consisting of the 
three Applicants and five other companies, all of 
which are engaged in the production of bituminous 
coal and related businesses in the Virginia, West 
Virginia and Kentucky region. In combination, the 
three Applicants own approximately 54% of the out- 
standing stock of one of these companies, Harman 
Mining Corporation; in excess of 90% of Fairfax Coal 
Company; approximately 30% of Sovereign Coal 
Corporation, the balance of which is owned by 
another company, Ashland Mining Corporation; and 
slightly in excess of 20% of Majestic Collieries 
Company. All the outstanding stock of Applicant 
Sovereign Pocahantas is owned by Applicants 
Ashland CCC and Poplar Creek. Applicant Ashland 
CCC also owns approximately 20% of Applicant 
Poplar Creek. 


The application states that Applicants have existed as 
a part of the Ashland Group in their present organi- 
zational structure since 1953 (although Harman 
Mining did not become a part of the Ashland Group 
until 1954). Until 1953, all members of the Ashland 
Group (consisting up to that time, among present 
companies, only of Ashland CCC, Majestic Collieries, 
Sovereign Pocahantas, Sovereign Coal and Fairfax 
Coal) were principally engaged directly in the 
business of bituminous coal production and 
marketing. In 1953, as a result of poor economic 
conditions then prevailing in the coal industry, 
Ashland CCC and Poplar Creek were organized as 
holding companies for all non-mining assets 
previously held by Ashland CCC and Majestic 
Collieries. As a result of the 1953 reorganization, more 
than 40% of the total assets (less cash and govern- 
ment securities) of Ashland CCC and Poplar Creek 
came to consist of “investment securities”. The appli- 
cation states that the bulk of these “investment 
securities” consisted of other Ashland Group 
holdings. Also, as a result of the improvement in the 
financial position of the operating companies in the 
Ashland Group, the “investment securities” of 
Sovereign Pocahantas have, in recent years, exceeded 
40% of its total assets (less cash and government 
securities). 
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The application states that, to the best knowledge of 
Applicants’ management, at no time prior to 
September, 1978, was the attention of any officer, 
director or other person responsible for the manage- 
ment and affairs of Applicants ever called to the pro- 
visions of the Act. The application states, however, 
that Applicants believe that each Applicant has at all 
times qualified for the exemption contained in Section 
3(b)(2) of the Act had it applied to the Commission for 
such an exemption. Additionally, the application 
states the belief of Ashland CCC that, until some time 
into the 1960’s, it was exempt from all provisions of 
the Act by virtue of the exemption in Section 3(c)(1) 
thereof. As of the date of filing. the application, 
the record shareholders of Poplar Creek and Ashland 
CCC numbered on the order of 105 and 112, respec- 
tively. The application also states that Applicant 
Sovereign Pocahantas is, and at all times relevant to 
the application has been, exempt by virtue of the pro- 
visions of Section 3(b)(1) thereof. In this connection, 
the application states that at all times up to the date 
of the application Sovereign Pocahantas’ principal 
business activity has been the marketing of 
bituminous coal. 


The application further states that the shareholders 
owning Applicant Ashland CCC and Poplar Creek sub- 
stantially overlap. A similar overlap among sub- 
stantially the same shareholders exists as to Ashland 
Mining and Majestic Collieries. Additionally, the 
application states that three families of persons 
associated with the Applicants and other related 
companies either from their organization, or as early 
shareholders, still control in excess of 60% of the 
capital stock of Ashland CCC and, when combined 
with Ashland CCC’s holdings in Poplar Creek, in 
excess of 50% of Poplar Creek. The application 
further states that the boards of directors and 
management of the Applicants and other members of 
the Ashland Group are, and have been for many years 
prior to 1953, virtually identical. In 1977, 7 of Ashland 
CCC’s 9 directors served as directors of Majestic 
Collieries, Ashland Mining, and Poplar Creek. No 
persons serve as directors or principal officers of 
Sovereign Pocahantas, Sovereign Coal or Fairfax Coal 
who do not also serve in comparable positions with 
either Ashland CCC or Poplar Creek. Additionally, the 
application states that many administrative, legal, 
accounting, insurance and other services and 
expenses are shared by members of the Ashland 
Group. Technical engineering services are provided by 
Poplar Creek to other members of the Ashland Group. 


The application further states, in view of their long- 
standing historical relationship, the substantial 
existing and historical overlap among shareholders, 
the extensive intercompany stockholdings, the 
virtually identical boards of directors and officers, and 
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the practice of sharing expenses and services among 
and between the Applicants and other members of the 
Ashland Group, that the Applicants individually and 
collectively should be deemed in control of other 
members of the Ashland Group under the standards 
set by § 2(a)(9) of the Act. That section states that a 
person shall be deemed in “control” of another person 
if it has the power to exercise a controlling influence 
over the management and policies of such other 
person. 


Applicants represent that “investment securities”, 
calculated at five years intervals, beginning in 1962, 
other than thase of Ashland Group companies do not 
appear to have exceeded 33% in any year for Ashland 
CCC, 42% for Poplar Creek, or 12% for Sovereign 
Pocahantas, without regard to coal reserves which 
Applicants believe represent substantial asset values. 
Additionally, Applicants represent that calculations of 
the various revenue categories for each Applicant for 
the same five year intervals indicate that combined 
revenue from noninvestment sources and controlled 
companies has constituted more than 60% of total 
revenues in all years in question. 


Applicants claim that they have at all times relevant to 
the application consistently conducted themselves as 
companies engaged in. a non-investment business or 
businesses through majority-owned or controlled 
companies or both; and that Sovereign Pocahontas 
Company has at all times relevant to the application 
consistently conducted and represented itself as a 
company primarily engaged directly in the operation 
of a business other than that of investing, reinvesting, 
owning, holding, or trading in securities. It is further 
asserted that Applicants’ shareholders have acquired 
and retained their investments on the basis of the 
Applicants being companies of that character; 
Applicants have never offered their securities to the 
public; and that transfers of Applicants’ shares only 
occur at isolated intervals and then largely as a result 
of bequests or legacies. 


Section 3(a)(3) of the Act defines an investment 
company as any issuer which is engaged, or proposes 
to engage, in the business of investing, reinvesting, 
owning, holding, or trading in securities, and owns or 
proposes to acquire investment securities having a 
value exceeding 40 per centum of the value of such 
issuer’s total assets (exclusive of Government 
securities and cash items) on an unconsolidated 
basis. Section 3(b)(2) of the Act, however, excepts 
from the definition of an investment company any 
issuer which the Commission finds and by order 
declares to be primarily engaged in a business or 
businesses other than that of investing, reinvesting, 
owning, holding, or trading in securities, either 
directly or (a) through majority-owned subsidiaries or 





(b) through controlled companies conducting similar 
types of businesses. 


For the reasons set forth above, Applicants contend 
that they are entitled to an order of the Commission 
under Section 3(b)(2) of the Act, finding and declaring 
that Applicants are primarily engaged in a business or 
businesses other than that of investing, reinvesting, 
owning, holding, or trading in securities through 
majority-owned subsidiaries or through controlled 
companies conducting similar types of businesses, 
and that Applicants are not investment companies. 


Alternatively, Applicants contend that they meet the 
requirements of Section 6(c) of the Act and are 
entitled to an exemption from all the provisions of the 
Act pursuant to Section 6(c). Applicants have con- 
sented that the entry of an exemptive order pursuant 
to Section 6(c) will terminate by its terms upon the 
earlier of December 31, 1979, or consummation of a 
proposed plan of reorganization involving all three 
Applicants as well as all the related Ashland Group 
operating companies. The primary purpose of the pro- 
posed reorganization is to simplify and consolidate 
the various inter-company holdings now existing. 
Applicants have indicated that they are willing to 
assume full responsiblity for reapplying to the 
Commission for appropriate exemptive orders from 
the Act in the event the Commission or any of the 
companies concludes such action is necessary or 
advisable in light of the final details of the reorgani- 
zation. , 


Section 6(c) of the Act provides that the Commission 
may conditionally or unconditionally exempt any 
person or transaction from any provision or provisions 
of the Act if such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 16, 1979 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof of 
such service (by affidavit, or in the case of an attorney 
at law, by certificate) shall be filed contempo- 


raneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, 
an order disposing of the application herein will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10566/January 24, 1979 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE COMPANY 
OF AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01605 


(812-4407) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER FOR ORDER PERMITTING PROPOSED 
ACQUSITION OF CERTAIN NOTES 


NOTICE IS HEREBY GIVEN that State Mutual Life 
Assurance Company of America (“Applicant”), a 
mutual life insurance company organized under the 
laws of Massachusetts, filed an application on 
December 11, 1978, for an order, pursuant to Section 
17(d) of the Investment Company Act of 1940 (“Act”) 
and Rule 17d-1 thereunder, permitting Applicant to 
acquire $1,500,000 in principal amount of a new issue 
of 10-1/8% Junior Subordinated Notes (“Notes”) due 
in 1994 of Northwest Acceptance Corporation (“North- 
west”). All interested persons are referred to the appli- 
cation on file with the Commission for a statement of 
the representations contained therein, which are 
summarized below. 
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Applicant is the investment adviser of State Mutual 
Securities, Inc. (“Investment Company”), a closed- 
end investment company registered under the Act. 
Applicant states that it has made a commitment to 
purchase at direct placement $1,500,000 principal 
amount of a new issue of 10-1/8% Notes due 1994 of 
Northwest. Applicant and the Investment Company 
each currently hold $875,000 principal amount of 
8-5/8% Senior Subordinated Noted due 1988 of 
Northwest (‘8-5/8% Senior Notes”) issued by North- 
west in February and June, 1974. In addition, Appli- 
cant owns the following issues of Northwest: (a) 
$900,000 of 9% Senior Subordinated Notes due 1987 
(“9% Senior Notes”), and (b) $500,000 of 742% Senior 
Subordinated Notes due 1983 (“72% Senior Notes”). 
The 9% and 7%% Senior Notes were acquired by 
Applicant in 1978 as a result of the merger of North- 
west and Union Investment Company. 


Pursuant to an order of the Commission issued on 
February 12, 1973 (Investment Company Act Release 
No. 7665), corrected on February 27, 1973 (Investment 
Company Act Release No. 7698) and amended by an 
order issued on July 28, 1976 (Investment Company 
Act Release No. 9371) (collectively referred to as the 
“Order”), Applicant is permitted to invest concurrently 
in each issue of securities purchased by Investment 
Company at direct placement in an amount equal to 
that invested in such issue by Investment Company 
and to exercise warrants, conversion privileges and 
other rights at the same time and in the same amount 
as Investment Company. The Order is subject to 
several conditions, one being that once the Applicant 
and the Investment Company have acquired interest-in 
an issuer, neither Applicant nor the Investment 
Company, unless otherwise permitted by the order of 
the Commission, may acquire any further interest in 
such issuer or in any affiliated person of such issuer, 
or in securities issued by such issuer or affiliated 
person, other than interests in all respects identical. 
Applicant asserts that because the Investment 
Company will not acquire any of the Notes, Applicant 
may not purchase the Notes unless it first obtains an 
order of the Commission specifically permitting 
such purchase. Accordingly, Applicant’s commitment 
is subject to the prior issuance of an order by the 
Commission permitting such purchase. 


Section 17(d) of the Act and Rule 17d-1 thereunder 
provide that it is unlawful for an affiliated person of a 
registered investment company, acting as principal, to 
effect any transaction in which such investment 
company is a joint participant, without the permission 
of the Commission. Rule 17d-1 provides, in pertinent 
part, that in passing upon applications for orders 
granting such permission, the Commission will 
consider whether the participation of the investment 
company in such transaction on the basis proposed is 
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consistent with the provisions, policies, and purposes 
of the Act, and the extent to which such participation 
is on a basis different from or less advantageous than 
that of other participants. Accordingly, Applicant has — 
requested an order, pursuant to Section 17(d) of the 
Act and Rule 17d-1, permitting Applicant to acquire 
$1,500,000 in principal amount of the Notes, notwith- 
standing the present ownership by Applicant and the 
Investment Company of the 8-5/8% Senior Notes. 


Applicant represents that the proposed acquisition of 
Notes is in no way connected with the sale of the 
8-5/8% Senior Notes to Applicant and the Investment 
Company in 1974 or the acquisition by Applicant of 
the 9% and 7-1/2% Senior Notes other than by virtue 
of the fact that Applicant’s acquisition of these 
securities continued a business relationship with 
Northwest which commenced in 1974. Applicant 
states that neither it nor the Investment Company is 
an affiliated person, as defined in Section 2(a)(3) of 
the Act, of Northwest or an affiliated person of an 
affiliated person of Northwest. 


Applicant asserts that Northwest will be receiving 
significant new value in consideration for issuing the 
Notes, the total issue of which is expected to be 
$10,000,000, and that a substantial portion of the 
proceeds received from the sale of the Notes will be 
used to repay presently outstanding short-term debts 
owed ‘to banks and will result in an increase of North- 
west’s capital base. Applicant further asserts that the 
Notes will reduce Northwest’s reliance upon prime- 
sensitive short-term debt and will, in effect, extend 
the final maturity of such refinanced bank debt until 
1994 (the maturity date of the Notes). Applicant 
represents that the Notes will rank junior in priority 
and right of payment to the 8-5/8% Senior Notes and 
that the 8-5/8% Senior Notes will mature prior to the 
Notes. According to the application, the proposed 
purchase of the Notes by Applicant will not materially 
affect Northwest’s ability to meet its obligation to the 
Investment Company on the 8-5/8% Senior Notes. 
Also, the Notes will provide Northwest with improved 
financing capability and flexibility and are non- 
refundable from lower cost borrowings for a 10-year 
period (which is beyond the maturity of the 8-5/8% 
Senior Notes), at which time the Notes may be 
prepaid only at a premium declining in equal annual 
increments from 10-1/8% in 1979 to par in 1994. 
Applicant states that voluntary prepayment of the 
Notes prior to the maturity of the 8-5/8% Senior 
Notes is an unlikely event. 


Applicant submits that its proposed acquisition of the 
Notes is not disadvantageous to the Investment- 
Company and is consistent with the provisions, 
policies, and purposes of the Act. Applicant asserts 
that the Notes are not an appropriate investment for 





the Investment Company and that the Investment 
Company’s Board of Directors has voted to decline 
participation in the proposed acquisition of the Notes 
because the 10-1/8% yield on the Notes is inadequate 
for the Investment Company at this time in view of the 
junior subordinated status of the Notes and yields 
available from comparable unrestricted debt securi- 
ties. However, in the judgment of the Applicant the 
Notes would be an attractive investment for it to 
acquire. Moreover, Applicant asserts that it would be 
disadvantaged if it is not permitted to acquire a 
portion of the Notes. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 20, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature o7 his interest, the reason 
for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of dn 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8650/January 19, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
WILLIAM R. LUMMIS, ET AL., AS ADMINISTRATORS 


OF THE ESTATE OF HOWARD R. HUGHES, JR, ET 
AL. (United States District Court for the Northern 
District of California) Civil Action No. 75-1089 AJ2 


The Securities and Exchange Commission today 
announced that Summa Corporation, Hughes Air 
Corp, and the Administrators of the Estate of Howard 
R. Hughes, Jr., had agreed to pay $30,000,000, the 
largest amount ever obtained by the Commission is 
satisfaction of a disgorgement claim, in satisfaction 
of all of the Commission’s claims against them. The 
settlement, which was announced to Judge Alfonso J. 
Zirpoli of the United States District Court for the 
Northern District of California on January 19, 1979, 
requires Summa and Hughes Air to pay $30,000,000 
by June 1, 1980 to the Clerk of that Court or pursuant 
to the terms of a settlement agreement in related 
private actions. Final acceptance of the settlement is 
subject to various court approvals. The Commission’s 
action is continuing with respect to three individual 
defendants. Previously, injunctions were issued 
against James (“Jimmy the Greek’) Snyder, Patrick J. 
Hillings, George Crockett and David B. Charnay. 

In its complaint for injunctive and other relief against 
Hughes, Summa, Hughes Air and seven other 
defendants the Commission alleged violations during 
1968 through 1970 of the anti-fraud, anti-manipulation 
and proxy provisions of the Federal securities laws in 
connection with the acquisition of the assets of Air 
West, Inc. by the Hughes interests. 


The $30,000,000, plus any additional money that may 
be recovered in related private actions, is to be 
distributed to former Air West stockholders who 
bought, held or sold Air West securities during certain 
periods between June 30, 1968 and April 1970. As 
distribution of the funds is not being made by the 
Commission, the Commission advises any persons 
who believe they may be entitled to share in the 
monies recovered to contact Douglas M. Schwab, 
Esq., Heller, Ehrman, White & McAuliffe, 44 Mont- 
gomery Street, San Francisco, CA 94105, attorney for 
AW Liquidating Company, or Jerome |. Braun, Esq., 
Farella, Braun & Martel, 235 Montgomery Street, San 
Francisco, CA 94104, one of the attorneys 
representing the various class plaintiffs. 





Litigation Release No. 8651/January 23, 1979 
SEC v. THE SENEX CORPORATION, ET AL., Civil 


Action No. 74-53 (United States District Court for the 
Eastern District of Kentucky) 
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The Securities and Exchange Commission announced 
the entry on December 5, 1978, of a Judgment of 
Permanent Injunction upon consent in the United 
States District Court for the Eastern District of 
Kentucky against A J Jolly, and Mentor Corporation, 
enjoining them from engaging in further violations of 
certain of the anti-fraud provisions of the federal 
securities laws (Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder) in connection with 
the offer, sale or purchase of CITY OF COVINGTON 
HEALTH CARE PROJECT REVENUE BONDS, SERIES 
1972, or any other securities. 


The Commission charged that in connection with a 
new offering of municipal bonds in 1972 issued to 
finance the construction of a health care facility in 
Covington, Kentucky, the defendants violated the 
anti-fraud provisions by, among other things, failing 
to disclose: (1) that the defendant Mentor Corporation 
which issued a consultant’s report demonstrating the 
desirability of the proposed project would share in 50 
percent of the developer's profit; (2) that there was a 
difference of opinion among experts concerning the 
need for the proposed project as evidenced by the 
existence of other feasibility reports bearing adversely 
on the proposed project; and (3) that the project’s 
financial adviser and underwriter were owned and 
controlled by the developer. 


Previously, Judgments of Permanent Injunction in this 
matter were entered by the United States District 
Court for the Eastern District of Kentucky against 
Thomas N. Street, The Senex Corporation, Arthur Jay 
Tarley, Alison, Jay Malcoim & Company formerly 
known as Stemac Management Corporation, and BFT, 
Inc., permanently enjoining them from further 
violations of Section 17(a) of the Securities Act of 
1933 and Section 10(b) and Rule 10b-5 of the 
Securities Exchange Act of 1934 in connection with 
the offer, sale or purchase of CITY OF COVINGTON 
HEALTH CARE PROJECT REVENUE BONDS, SERIES 
1972 or any other securities. All defendants consented 
to the entry of permanent injunctions without 
admitting or denying the allegations of the 
Commission’s complaint. 





Litigation Release No. 8652/January 25, 1979 


SEC v. FRED BLUMENSTEIN (S.D.N.Y.) 78 Civil 4805 
(LPG) 
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William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (“Commission”), announced that on 
December 20, 1978, a final judgment of permanent 
injunction was entered in the United States District 
Court for the Southern District of New York enjoining 
Fred Blumenstein (“Blumenstein”) of the Bronx, New 
York, from violating the anti-fraud provisions of the 
federal securities laws in connection with the offer 
and sale of stock options or any other securities. 
Blumenstein consented to the entry of the judgment 
without admitting or denying the allegations 
contained in the Commission’s Complaint. 





Litigation Release No. 8653/January 24, 1979 


U.S. v. CORTES W. RANDELL AND JOHN 8B. 
MUMFORD Criminal Action No. 78-199A E.D. Va. 


William B. Cummings, U.S. Attorney for the Eastern 
District of Virginia and Paul F. Leonard, Administrator 
of the Washington Regional Office of the Securities 
and Exchange Commission, announced that on 
January 17, 1979, Cortes W. Randell of McLean, 
Virginia and John B. Mumford of Fairfax, Virginia, 
were convicted on 17 counts, namely, 5 counts of 
securities fraud, 7 of mail fraud, 4 of interstate 
transportation of monies obtained by fraud, and 1 of 
making a false statement to the Veterans 
Administration. The jury verdict was returned after a 6 
day trial in the Federal District Court in Alexandria, 
Virginia. The defendants were convicted for their 
activities as officers, directors and controlling 
persons in National Commercial Credit Corporation 
(NCCC) and Federal Mortgage Acceptance Corpora- 
tion (FMAC) during 1974 and 1975. 


Investors in NCCC lost over $1,000,000 when the 
company went into bankruptcy in September 1976. 
FMAC, which was a corporation controlled by Randell 
and Mumford, was used to divert the assets of NCCC. 
Mumford and Randell were scheduled for sentencing 
on February 16, 1979 by U.S. District Judge Albert V. 
Bryan, Jr. (U.S. v. Cortes W. Randell and John B. 
Mumford, Criminal No. 78-199A, E.D. Va.). 





Litigation Release No. 8654/January 24, 1979 


U.S. v. JEROME |. EPSTEIN, (USDC, Colorado, Crim 
78-CR-370) 





As previously announced by the Denver Regional 
Office in SEC Docket, Volume 16, No. 6, dated 
December 19, 1978, Jerome |. Epstein pled guilty in 
the United States District Court, District of Colorado, 
to a one count Information on November 17, 1978 
charging him with a violation of 18 U.S.C. § 1001. 


In order to correct any inference or misinterpretation 
which may be drawn from the prior release, it is 
hereby noted that the Information made no reference 
whatsoever to any misappropriation of company funds. 





Litigation Release No. 8655/January 25, 1979 


SEC v. COLORKROME, INC. AND CHARLES D. 
OUGHTON (UNITED STATES DISTRICT COURT FOR 
THE WESTERN DISTRICT OF MICHIGAN, SOUTH- 
ERN DIVISION, CIVIL ACTION NO. G-79-47CA7) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on January 24, 1979, the 
Commission filed a Complaint in United States 
District Court for the Western District of Michigan, 
Southern Division, seeking to enjoin Colorkrome, Inc. 
(“Colorkrome”), a Michigan corporation engaged in 
the research and development of a non-silver photo- 
graphic process called the Colorkrome Process 
(Process), and Charles D. Oughton (Oughton), a co- 
founder of Colorkrome and the person primarily 
responsible for the day-to-day operations of the 
corporation and the development of the Process, from 


violating the registration and antifraud provisions of 
the Federal securities laws. Oughton has previously 
been permanently enjoined by the United States 
District Court for the Northern District of Illinois from 
violating the antifraud provisions of the Federal 
securities laws. 


The Commission’s Complaint alleges in substance 
that, among other things, from at least in or about 
1973 to the present, the defendants have been offering 
and selling Colorkrome common stock, through the 
use of a prospectus and otherwise, without filing a 
registration statement with the Commission as to 
such securities. 


Further, the Complaint alleges that in the offer and 
sale of these securities, the defendants participated in 
the preparation and dissemination of at least three 
offering circulars, which contain untrue statements of 
material facts and omit to state material facts con- 
cerning, among other things, the projected income of 
Colorkrome, the estimated value of research and 
development used for the Process, the consideration 
received in exchange for Colorkrome common stock 
and the prior injunction and business experience of 
Oughton. 


The Complaint also seeks an accounting of all funds 
received from security holders and all other sources, 
the uses to which such funds were put, the amounts 
of any remaining such funds and their location, and 
an accounting of all assets and liabilities of 
Colorkrome. 
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